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21 September 1983

MEMORANDUM FOR THE RECORD

SUBJECT: + Federal Employee Héal£ﬁ7Benefi£s Program

1. The staff of the Subcommittee on Civil Service, Post
Office, and General Services, Senate Committee on Govern-
mental Affairs, advises that the Subcommittee will hold
hearings this fall on Federal employee health benefits
issues. On request, they provided the attached draft Bill
to be entitled the "Federal Employees' Health .Insurance
Amendments of 1983." This draft Bill and the accompanying
section-by-section analysis has been rewritten twice and,
per the staff, will probably undergo one more rewrite before
it is introduced by Senator Ted Stevens (R., AL), the
Subcommittee Chairman, circa mid-October 1983.

- 2. The Subcommittee staff advises that the hearings
will cover not only the Senator Stevens' Bill but also
S. 1685 introduced by Senator Dave Durenberger (R., MN),
also a member of the Stevens' Subcommittee. An agenda and
witness list will not be,available for 45 days or so.. I
will have discussed thiss subject in more detail with Senator
.Stevens' staff by then and will report further when
appropriate.

STAT

Liaison Division
Office of Legislative Liaison

Attachments
As stated

Distribution:

Original - OLL Record w/atts
- OLL Chrono w/o atts
- DDA w/atts .
- D/OLL w/o atts
- DD/OLL w/o atts
- C/LD/OLL w/atts -
C/LEG/OLL w/atts
- C/SL/OLL w/0 atts -
- C/HL/OLL w/o atts STAT .
- DD/Pers w/o atts
.-~ DD/Pers/SP w/atts .
- 0OGC/ALD w/atts ' STAT
- Subject 7/atts - :
- Chrono w/o atts .
LD/OLL (22 September 1983) STAT
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SUMMARY OF THE FEDERAL EMPLOYEES'

HEALTH INSURANCE AMENDMENTS OF 1983

Section 101 simply adds a couple of new definitions to the:
definiF;ons in the current law.

Section 102 establishes a new health benefits program for
annuitahts. One carrier will offer two options for a three-year
period to annuitants. The first option will be basically a high
option plan, and the second option will be a Medicare wraparound.
The benefits are legislated. Basically, the level of benefits
will be equal to the Blue Cross/Blue Shield high option provided
in 1983. - In addition, care provided in psychiatric hospitals and
skilled nursing facilities will be covered as well as alcoholic
and dfug rehabilitation programs. Plus, provision of dental
care is included. fhere will be $150 deductible for the annuitant
plans. There will be 80/20% coinsurance ratio for all in-
hospital services and 90/10% ratio for those outside of the
hospital--except in emergencies whére‘no coinsurance will be
applied.

The Medicare wraparound will consist of a plan whose bene-
fits, when combined with the Medicare provisions, will equal
benefits provided for undér the high option. All Medicare co-
ingurance and deductibles will be paid for by the wraparound
subject to the wraparound's deductible and coinsurance.

| Spouses and dependents who are Medicare eligible will be
covered by the wraparound despiﬁe the Medicare eligibility of the
annuitant. Those who are not Medicare eligible will be entitled

to be covered by the high option plan,
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Summary of Federal Employees'
Health Insurance Amendments of 1983
Page Two

v

There will be a $1,500 catastrophic limit for inaividuals
and $2,500 for family. |

The government will be required‘to bid for the iﬁsurance
carrier who can provide the benefits.a; the lowest premiums.
The government will contribute 8OZ toward the premium for the
high option and 70% toward the premium forfthe ﬁraparound.

Annuitants may also join health maintenance organizations;

Section 103 authorizes either the service benefit plan,
the indemnity benefit plan, or any employee organization plan
the ability to offer the annuitant option. In addition,
it establishes the authority to solicit bids and coneract for
the annuitant option.

Section 201(a) requires that an employee organization plan
" be reinsured either by other companies in a pool arrangement or
be unwritten by another insurance carrier. This requirement
will not take effect until three yeare after the date of enact-
ment of the legislation. Subsectien(b) requires that any con-
tract entered into must contain a statement explaining any
changes in benefits, maximums and liﬁitations and exclusions
in the,program. Subsection(c) authorizes OPM'to contract with
a health maintenance organization that is elther federally quali-
;3f1ed under the HMO Act or meets the requlrements of federal
-qualification as determined by OPM. Subsection(d) requires that
‘all plans carry reasonable deductibles and coinsurance Plans

may reduce the dedUCtlbleS and c01nsurance for 1nnovat1ve bene-

fits and may waive them for arrangements made with providers
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Summary of Federal Employees' :
Health Insurance Amendments of 1983
Page Three

where .the cost.of services is equal to or less than the costs
explicitly established for similar services in the Medicare Act.
Subsection(d) also prohibits any plan from offering more than
two options but does not prohibit an underwriter from under-
writing more‘than one carrier who happens to offer two options.
Finally, the subsection prohibits OPM from requiring that any
carrier offer more than one option.

Section 202 amends the list of benefits that are optionally
provided by the various carriers in Section 8904, Title V. In-
stead .of the option to provide these benefits, the carriers are
required to offer them. In addition, it also requires that the
carriers offer mental health care. The section also applies a
cataetrophic protection limit on all of the health carriers for
active employees. Catastrophic protection would assure that any
out-of-pocket expenses by the employee for health care covered
under the health plan could not exceed $3,000 per person or
$6,000 for a family. These figures are inteﬁded only as maximums.
In other words, any carrier can offer catastrophic protection that
is less than the amounts provided under law. 1In addition, the
catastrophic amounts are indexed yearly by the Consumer Price
Index. “ |

Section 203 alters the centribution formula by the govern-
ment. Instead of the government s contribution being based upon
the average of the big six premiums, the government's contrlbu-
tion will now be 70% of the weighted average of all the premiums.

The weighted average will depend upon the number of enrollees in
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Summary of the Federal Employees
Health Insurance Amendments of 1983
Page Four

each carrier's plan. In other words, those plans which have

more enrollees S " will be given greater

weight in determining the governmentfs ccntribution._:Thei
government is prohibited from contribnting more than 100% to a
carrier's preminm.

Section 204 establishes a cost containment progtam for
the health carriers. The bill specifies various features thati
each carrier must comply with. They'include other party
liability, claims 4adjudication, innevative benefits, utiliza-
tion review, fraud and abuse, management strategies and data
base, health education, and preferred provider arrangements.
Each carrier will be required to pay'into the health trust
fund 2% of its total p;emium . OPM shall audit each carrier's
cost contalnment program to determine its effectiveness and
then glve them a rating for each part and then an overall
summary rating of excellent, satisfactory, or poor. Depending
upon the rating will be the award of money aggregated from the
27, surcharge. Those rating excellent and setisfactory will
receive some award; obviously these;receiving an excellent
rating will receive a greater award.. Those receiving poor
ratings for two consecutive years will be tetminated from
the program subject to a hearlng on the record and appealable
to the Court of Appeals under the Admlnlstratlve Procedures
f'Act. Finally, the Office of Personnel Management shall report
to Congress every year on the progress of the cost cqntainment

‘program.
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Summary- of the Federal Emglqyees
Health Insurance Amendments of‘I983
Page Flve

Section 205 requires that prior to any change in Benefits or-
premiums in the health plan, OPM must organize an open season.
This would not preclude the Office from reduéing the frequency of
open seasons, as they can do in current law, but would require
that any change in benefits or premiums be made available to
employees prior to the employees' participation in that parti-
cular health ﬁlan. The section also requires that OPM make
available to every employee and annuitant fifteen (15) days
prior to an open season summaries of all of the health plans
available to those employees.

Section 206 establishes a three-year experimental progrém
for the Office of Personnel Management. OPM is required to
carry out this program in three large areas in the United States
where a substantlal number of federal employees are located.

OPM shall negotlate agreements with providers of health care

to provide discount services for the employees of the government.
Where OPM makes these agreements, the carriers may waive de-
ductibles and coinsurance if their subscribers go to those
providers.

Section 301 is simply technical amendments.

Section 302 makes the effective date the date of enactment
except for the reinsurance requirement, which takes effect three

years after the date of enactment.
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IN THE SENATE OF THE UNITED STATES

¥r. Stevens introduced the following'rill; which was read twice.
and referred to the Committee on :

_ To amend chapter 89 of title 5, United States Codie, to reform the

Federal employees’ health benefits program.

Be 1t epacted by the Sena:l
of 1he Upited states of Americ €ongress assemd
“this Act may be cited aszthé ‘*Federal Employees’ Health
. Insurance Amendments of' 198377,
REFEPENCES
Sec. 2. Except as otherwlse specifically provided,
wherever in this Act a reference is expressed in terms of a
section or other provision, the reference shall be considered
to be made to a section or other provision, respectively, of
title 5, Unlted States Code.
TITLE I--MEDICARE SUPPLEMENTAL PLANS

DEFINITIONS

Sec. 181. Section 8921 is amended---

(1) by striking osut ‘*‘and’’ at thé end‘hf Clause (8):

f2) by Strlkibq ouizthe period at the end of clause
(9) and inseftlng';nblieu thereof a semicolon; and:

(3) -by adding at the end thereof the following new
paragraphs: ' _

**(18) *Office’ means the Offlce of Perspnnel‘
¥anagement:; and

**(11) *medicare eligible individual’ means any
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indivicual who--

‘*(h) has atfained age A5; and
, **(B) is eligible for beneflitc under part A of
Eiltle XVIII of the Soclal Security Azti.’’.

HEALTH BENEFITS PLANS FOR ANNUITANTS

Sec. 2. (a) Section 89?23 i< amended--

(1) by inserting “(a)'; before **The’’ in the first
sentence; and ¢

(2) by adding at the en: thereof the following new
subsection: -

**(b) (1) The Office sheall contract with one gualifliasd
carrier for a health beneflits plan for annuitants which
offers-- '

**(h) for annuitantc anz other indiviauals who are
coverecd by an enrollment in such plan and are not
medicare eligible individuals

** (1) benefits uhich are of the types referred to
in section 8984 (5) of this title and are at least
actuarlélly equivalent to the béhefits offered as of

January. 1, 1983, in the higher level of benefits of

the plan described in section 6323 (a) (1) of this

| title; and
**(11) the additional beneflits which are of the
type referred to in section 8924 (5) of this title
and were not included as benefits offeféd as of

January 1, 1983, in the higher level of benefits of

the plan described in section 8923 (a) (1) of this

'tltle; and
“*(B) for annuitants and other individuals who are
covered by an encrollment in shch plan and are medicare
eligible individuals, health benefits--
** (1) for which payment may not be made under
title XVIII of the Soclal Security Act or for which

payment may be made under title XVIII of the Social
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Security At but which ark'éct'p:

title by reason of peductlﬁiés,'éoiniycénce a*ount:.

or other limitations 1mpo$é:‘pqrsuant to such title:

and ‘ . ‘ »
**(11) which, when comblneé with the health.
services and ltenms provideﬁﬁor palid for under title

XVIII of the Social SecurityiAct, resylt in 2a

combined health benefits pabkacé‘fo: such individual

which is equivalent to or- Qreater than the health
benefits requlred to be provided under clausz (R) >f
this paragraph to individuals who are not medicare
eligible individuals.

**(2) The blan 1o which paragraph (5) of tnlsisubsectlon
applies shall require 2ach annuitant enrolled in the plan t>
pay-- | ,

**(A) the first s;sé otherwise payable with Tespect
tb the annuitant by{the carrier under the plan during ahy
year but for this paracraph:; '

**(B) in the case of inpatient services furnished
wlth respect to the annuitant other -than in an emergency,
colinsurance in an amount equal to twenty percent of the
amount otherwise payable uith,respec; to the annuitant by
the ;arrier under the plan during .any year but £f5r this
paragraph; and ‘ »

"“(C) in the case of outpatient care furnlshed with
respect to the annuitant other than in an eme:qency,
colnsqrance in an amdunt equal to ten percent of the
amount otherwise payable with respect to tﬁé annuitant by
the carriér ﬁnder‘the planrdurinc any year but fatgihls

paragraph.’‘.

(b) Sectlon 8984 is amended by inserting after paragraph

the following new paragraph:
**(5) Annuitant Benefits Plan.--

**(A) Benefits of the types specifled in
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paragraphs (1) anc (2) of Whis susSce-1ion o1 52l
*t(B) Psychlétric hospital care.
**(C) Skille2 nursing facilitles care.
**(D) Alcohol and drug rehabilitation.
**(E) Dental care.’’,
(c) Section 89#5 is amenced--
(1) by striking out subsection (a) anﬁ inserting in
lieu therecf the following:
**(a) An employee .may enroll only in an approved health

benefits plan describted by section 8923 (a). The enrsllment

in such plan may be elther as an 1ﬁd1vidual or for self and

family.’":

(2) in subsection (b), by striking out the perisd at
the end thereof and Inserting in lieu thereof a comma and
**subject to subsectlon (f) of this section.’’;

(5) in subsection (e), by inserting a comma and
**subject to subsectlon (f) of this section’’ after
**0ffice’’; and

(4) by acdding at the end thereof the following new
subsecnign:_

**(f) An annultant may be enrolled under this chapter
only In a health benefits plan described in subsection (a)
(4) or (b) of section 8923 of this title.’’.

(d) section 898 (b) is amended by inserting *‘subject to
section 89985 (f) of this title and" after *‘may,’’.

CONTRleING AUTHORITY AND REQUIREMENTS FOR MERGER AND

DISCONTINUANCE OF EEDICARE. SUPPLENENTAL PLANS
Sec. 183. (a) Section 8922 is aﬁended by adding at the

end thereof the following new subsectlon:

**(n) The Office shall solicit from qualified carriers
bids to :urnish the annultants benefits plan proélded under
section 8983 (b) of this title. The Office shall enter int> a
contract with the qualified carrier which submits the bid

which is most advantageous to the Government considering
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crize and such other factors as tne o
solicitation. .

(b) Section 8922 1s amended--

(1) in subsection (b), by strixing out '‘section 8323

(2) of this title’’ and inser+ting ™n lieu thereof
**subsection (a) (2) of'sectioﬁfEsz of this title or a
plan desbribeo in subsection (Es'of such section which 15
- of a.type descrited In subsectioﬁ (35 (2) of such
section": 1
(2) in subéection (c) by st:iking out ‘‘section 89e3
(1) or (2) of this title’’ in paragraph (1) and insecting
in lieu thereof *‘subsection (a) (1) or (a) (2) of
section 8953 of this title or a plan desctibe:>1n
subsection (b) of such section which is 0f a type

descripbed in subsection (&) (1) or (&) (2) of such

/
/

section’’; anc R

(3) in the firs€ sentence of subsection (1) by
striking out ‘*‘section 8923 (4)°’ and inserting in lieu
thereof ‘‘section 8923 (af (4)*’.

(c) Section 8929 ls amended--

(1) in the first sentence of subsection (c), Dy
striking out ‘‘section 8983 (3) of this title’’ ‘and
inserting In lieu thereof °‘subsection (a) (3) of section
8983 of this title, or subsectlon (b) of such section in
théﬁcase of a plan describec in such- subsection which 1is
Of a type described in subsection (a) (3) of such |
section,’’; and _ | :

(2) in subsection (e), by striking out ‘‘sectlon 8923
(3) or (4) of this title’’ and inserting in lieu thereof
**subsection’ (a) (3) or (a) (u) of section B983 of this
title or a plan described in subsection (b) of such
section which 1s of a type described in subsection.(a)

(3) of such section’’,
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TITLE JII--ADDITIONAL REDUIREXENTS FOR FEDERAL ENP:
HEALTH BENESI:S .PF-DSP.A:"‘
CONTRACTING AUTHCRITY
Sec.>2@1. (a) Subsection (c) of sectinn R9¢2 is amended--
(1? by inserting **(1)°° after **(cC)’‘:
(2) by redesignating clauses (1) anc¢ (2)
(A) ancd (B), respectively; and
(3) by adding at the end thereof the following new
paragraph:
**(2) A contract for a plan descriSe: by subsectiosn (a)
(3) of section 8923 of this title shall require that the
carrier-- '
**(h) satisfy the requirements of pacag:aph (1) (Rh)
of this subsection; or
**(B) be underwritten by a company that is licensed
to issue group health insurance in all the States and the
District of Columbia.’’.
(b) Subseétion (d) of,suchvsectloh is amended to read as

follows::

**(d8) Each contract under this chépter shall lncluds a

detailed statement specifying the benefits offered under such
contract and the maximums, limitations, exclusions,
definitions, deductibles, and coinsurance applicable to such
benefits. Any such contract that is entered into for a term
of more than one year shall include a detailed statement
describing each change, 1f any, in such benefits, maximums,
limitations, exclusions, definitions, deductibles, and
colnsﬁrance taking effect during the term of the contract and
the effective date of such change.’’.

(c) The second sentence of subsection (1) of such section
is amended to read as follows: ‘‘For thé purposes of this
subsection, *qualified health maintenance carriec’ means any

gqualified carrier which--
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-“({) is a quallfied healihf;adﬂ;
within the meaning of section 1§je>(d) (1) of the.Publlc
Health Service Act (42 U.S.C. 382¢-9 (d) (1)): or
“+(2) satisfles the requirements of saction 1305 tc)

(1) (A) of such ACt (82 U.S.C. 3225 (C) (1) (A)), as

determined by the Officebéf Pef%onnel ¥anagemant in’

consultétion with the Secretary‘bf.ﬂealth anl. Humnan.

Services.’’. - v

(d) Such section {(as amendec by‘sé&tfon 123 (a)) is
further -amended by'addlng at the enZ thereof the following
new subseczions; v

**(0) Except as otherwise providec In this chapter, each
plan offered uﬁder a contract entered 1ﬁto under this sectlion
shall provide reasonable deductibles and colnsurance for all
benefits under the plan. The plan may provids for reduction
‘of deductibles and colnsu;aéce pursuant to a projram of

. innovative benefits offéréd under the plan, but may not
provide for the elimination of deductibles and colnsurance
pursuant to such program. Deductlibles ancd colnsurance may be
walved unger a plan in the case of charges for health care
furnished by a provider pursuant.to an agreement to diszount
charges for subscribers of the plan 1f the charges do not
exceed amounts approved for charges for such care for the
purposes of title XVIII of the Social Security Act.

“(b) The Office may not contract with any dualitled
qarrlér under subsection}(a) of this sectlion fof any pian
ggscribed in subsection (a) (1), (a) (2), or (a) (3) of
section 8983 of this title, or for any plan described in
SQbsectlon {b) of such section, which provides more than two
levels of benefits. Thls subsection does not prohibit ény
qualifieq'cartiet»offering a plan which provides two levels
of benefits under a contract uith the Office from
underwriting plans offered by other qpalified carriers under

contracts with the-officé.’
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**(g) £ach contract fcr an annultinls hesich venn bl
plan under section 89¢3 (b) of this title shall be for a terrT
of three years.

**(r) The Office shall not require ac a zondition for

“entering into a contract with any qualifled carrier under

subsection (a) of this sectlion ihat such carrler offer under
-Su:h contract a health benefits plan wnich pravises more than
one level of benefits.”’’.
TYPES OF HEALTY BENEFITS; CATASTROFHIC BENEFITS
Sec. 2p2. (a) Sectlon 8524 1s amenzecd-- |
(1) by striking osut ‘‘may’’ in the first sentence
inserting in lieu thereof **shall”’’;
(2) by adding at the enc of.paragraph (1) the
"following new subparagraph:
**(G) Beneflts for care for and treatment
méntal disorders.’’; ’
(3) by adding at the end of paragraph.(2) the
following new subparagrarh:
‘;(G) Care for and ;reatmént-of mental
disorders.’’;
(4) in paragraph (3), by striking out ‘‘section’’ and
inserting in lieu thereof ‘‘subsection’’;
(5) in paragraph (4), by striking out ‘‘section’® anc
inserting in lieu thereof ‘‘subsection’’; and
{6) by striking out the last sentence and inserting
in lieu thereof tﬁe following new subsectlon:

**(b) (1) In the case of a catastrophic lllness or
1njury{ the benefits requifed by subsectlon (a) of this
section to be provided under a plan shall bé provided under
such plan without regard to the provisions of such plan
relating to deductibles, coinsurance, maximums, and other
limltations, 1f any. For the purposes of this subsection, 2an
illness or injury is considered catastrophic during any

contract year after the time when the total of the amounts

Approved For Release 2008/09/08 : CIA-RDP86B00338R000400480005-3




Approved For Release 2008/09/08 : CIA-RDP86BOO338R000400480605-3

£79818.249

aid by an en; loyec or annultant ”uriﬁP
4 of the application of such provi*ions to the.
provlded under such plan with reapect Lo su*h illnes
injury and illnesses and injurles relatec to- sucn 111ness flq
injury equals the lesser of (A) the amount specifled in’ th=
plan for’ the purpose of thics subse;tlon or (B) the reference
.amount computec under paragraph (2X:of this subsectlon.i
“‘(25 (h) Except as provided in ;ubbéra;:apn (8) of tals
subsection for the purpoces of para;rabh (1) of this \
subseﬁtion, the reference amount isi,subjec: to ;ubparaéraph
(C) of this paragraph--. .
YY) $3,800 per person:receiving beneflts unZer a
plan by reéson of the illness or injury and illn2s323 and
injuries related to.such illness or injury{ or
“+(11) se,o0e,
‘whichever is less. ) /

**(B) For the purpoééé of paracgraph (1) of this
subsection, in the case of the annultant ben2fits plan, the
reference amount is--

‘(i) $1,5¢8 per person receiving benefits under a
plan by reason qf the illness or. injury or illnesses and
injuries related to such lllness or 1njur§; or

**(11) s2,582,

whichever is less.

‘f(C) Effective Jénuary 1 of each year, thé;amounts
;pecified in clauses (1) and (11) of subparagraph (A) of this
éaragraph (as previouslﬁ deemed to be increaseq7undet this
éubparaqraph) shall be déemed to be lnéreased By the pgtcent
increase, if any; in the price index published for December
of the second calendaf'year precedinq such January 1 err the
pcice index published for December of the third calendar year
ptecedlnq such January 1. For the purpose of the preceding
sentence, ‘price index’ shall have the same meaning as.

provided in section 8331 (15) of this title.’”’.
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(L) (1) The heacdin3g of such section 1o amznisn
follows: -
s s9e§. Benefits’”’.

(2).The ltem relating to section €924 in the table of
sections at the beglnnlng of chagter 89 i5 amend=21 to rea? az
follows: .

‘**8984. Benefits.’’.
CONTRIBUTICNS

Sec. 203. (2) Subsection (a) of section 89¢5 is amendes
to read as follows:

‘*(a) (1) For the purpose of computing the amount of the
Government contributlion for subscription charjes payablz for
an émpioyee'or annuitant enrolled in a health beneflits plan
unjer this chapter during any contract year, the 0ffice shall
determine the welghted average of the subscriptiosn charges in.
effect on the beginninz date of such contract year under
health benefits plans (other than health benefits plans
described in ;ecnlon 89¢3 (b) of this title) which are
offered by carriers under contracts entered into under
section 8982 (a) of this’title for such contract year ani
were offered by such car:lgfs for the preceding contract yzar
under contracts entered into under such sectlon.

**(2) For thé purposes.of paragraph (1) of this
subsection, the weilghted average of the subscription charges
in effect on the beginning date of a contract jéar under the
health benefits plans referred to in such paragraph shall be
determined by-- |

‘ **(R) multiplying, in the case of each such plan, for
each type of enrollment authorizeq‘by section 8995 (a) of
this title and each level of benefits provided under such
plan, the biweekly subscription charge in effect on such
beginning daté by the number éf embloyees and annultants
enrolled for the preceding contract year in such plah for

such level of benefits under such type of enrollment; and
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** (k) dividing the ¢
total number of employees and annultant:'°nfolle* 11':uct

plans during the contract year preceding sucn beglnnin;

date.’’. ' N

(b) iTX Subsection (b) (1) of ﬁﬁén section is amended to

Aread as follows:

“(bf (1) Except as provided by ﬁaraﬁraph (2) of this
subsectlon, the biueekly Government contributlon for health
benefits in any contravt year-— -

“S(Rn) in the case of an emplcyee enrolled unZar this
chapter in a healthibeneflts rlan (other than a h=alth
benefits pian deécribed in Secnloﬁ 6923 (b) of this
title) is adjusted td> an amount egual to 72 percent of

- the weighted avefage subscrlption charge determined £or
- such contract yeér un?e{‘subsection (a) of this section,
or 1f less, the sqbécfipthn charge for_such employee OC

annuitant for such contract year; or .

**(B) in the case of an annultant who is enrolled
under this chapter in a health benefits plan described in

$.% sectionseiL (;;‘Sf this title and--
Nl gecho- %03

**(1) ils not a medicare eligible individual, is
adjusted to an:amount equal to.ae percent 2f th2
subscription charge for such plan; or _
. **(11) is a medicare eligible 1ndl§}dual, is .
adjusted to an amount equal to 78 percent of the
subscription chérge for such plén for»SQ:h contract

year. | B

ro— an employee, the adjustment begins on the first day of
the employee’s first pay petiod of such contract year.. “For an
annuitant, the adjustment begins on the first ‘day of the
first pefiod of such contract year for which an‘annulgy
payment is made.‘’.

(2) Subsection (b) of such section is further amended--
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(A) by striking'gut paragraph (2); an-
”(B) by redesignating paragraph (?) as parasrapn (2).

| COST CONTAINMENT PROGRAY

Sec. 20u. (a) cnapte: 89 is amencecd bty adcding at the end
“thereof the follswlng new section:
'S 891u. Cost contajnment program

**(a) Each carrier entering into a contract under section
8522 of this ti;le shall develop and carry outl a cost
containment program for each plan offerec‘uncer such
contract. The program shall include--

** (1) procedures which ensure that the carrier fully
carries out its responsibllities under the plan withbsut
assuming:the financial obligations of others in
furnishing the benefits or without furnishing benefits to
subscribers or members of family of a subscriber which
are furnished by others unner cirsumstances involvinsg
coordination of benefits, subrogation, no-fault motor
vehicle accident insurance, comnensatlon arrangements.
and workers’ compensétlon insurance;

;‘(2) procedures-whicn ensure that beneflits not
authorized to be furnished under the plan are not
furnished under the plan;

: **(3) provisions to furnish benefits which are
suitable alternatives to and less costly than in-patient
medical'énd hospital care, including ambulatory surgecy.,
home.health care, hosplice care, preadmission testing.,
seqond opinions on surgery, and care in skilled nursing

faciities;

**(4) procedures to evaluate on a contlinuing baslis

the neéesslty. appropriateness. and efflqlency in using
medical servlées. medical procedures, and medical
facilities, including, 1n the case of hospltal care,
evaluation of hospital admissions, services ordered and

furnished, length of stay of patients, and current and
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paslt discharge practices:

t(S) brocedures and actidﬁ:‘to deiezlﬁpossiblwf
frauvdulent claims submitted by providers of health .cace
or subscribers: | .

“‘(‘> the devloprent and 1mpf;ﬁentation of strateglec
to cortaln the costs of behefi{giurnishe: under the
plan, lncludlng_the developmen:idffdata pazez to provide
the capabllity to anzlyze, on the basis of any
subscriber’s 1hc1vidua1 acﬁodﬁt undef the plan, the costs
and paﬁments relatih; to such sécount anq the ut;lizati:n
of medical services, médlcai ptocedures,:an: medl:al‘
facilities by sucﬁ éubs;riber;

**(7) the distribution of published materials and the
conduct of oﬁher activities to inform patients,
subscribers, émployees,/annuitants, members of familles,
and providers of hefktg care about the appropriate uses
of health care servlces'and facilitles, personal habdits
and practices which promote goo¢ health, and other health
care matters:; and V

**(6) efforts to enter into agréements with providars
of health care to discount charges for furnishln; health
care to subscrlbers under the plan.

**(b) Each contract with a carrier ‘under section 8922 of
this t;tle shall 1nciude a provision réquiring-the carrier to
pay annually into the Employee Health Benefits Fund referred
to 1n sect1on 8929 of this title an amount equai to two
percent of the total amount of subscription énarqes payable
to such carrler under such contract for the calendar yéar.
xll amounts paid lnto‘thE‘Fund under this subséctlon sﬁall be
avallable for dlétrlbutlon.pursuant to subsection (c) qf this
section. . ' |

**(c) (1) The Office shall audit the cost containment
program of each carrier under subsection (a) of tﬁis section

and shall rate each carrier on the effectiveness of each
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grovision reguired by.5u:h‘sub3eczion to be incluZzz in th
program anc on the overail effecn;vene:s-of the program. For
the purﬁose of this paragraph, a provision of the program and
the‘p:oqfam overall shall be rated az excellent,
-satisfactory, or poor.

**(2) ‘Under such regulations as the 0f{fice shall
prescflbe, a monetary awarc shall be paid at the end of each
calendar year to each carrler carryin; out a cost contalnment
ﬁrogram which was rated as excellent or satisfactory oversall
for the year. The amount of the monetary.auard péyable in any
year to a carrler shall be a percentage of tne amount paid by
such carrier into the Employee Health Benefits Fund undesr
subsection (p) of this section for such year. The monetary
award paiﬁ in any year to each carrier rated at the sam2
level for such year shall be computed at the same percentage.
The percentage used to compute)each mbnetary award paid in
any year for an excellent rating shall be greater than the
percentage used to compute each monetary awarcd pald in such
year for a satisfactory rating. A monetary award may not be
paid in ény year to a cafrier carrying out a cost containment
program which was rated as poor overall for the year.

“*(3) The Office may not enter into a contract under
se:t;bn 8922 of this title with any carrier carrying out a
cost contalnment program which is rated as poor overall for
two consecutive calendar years unless three yeafs have
elapsed since the date on which the latest contract with such
carrier under section 8922 of this title has expired. The
carrierAshall be entitled to a hearing on the re:ord.before
the Office makes an intitlal determination not to enter into
such a contfact with the carrler'by reason of the first
sentence of this paragraph. The determination of the Office
shall be subject to review by the.Courts of Appeals of the
United States under chapter 7 of this title.

**(d) At the end of each calendar year, the 2ffice shall
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neovenalts ol

1 transrmit to the CONrecss a repor

r*
4
e
G
]
W
Al
o

2 the cost containment programs carried obt'un:ﬁ ithis ée:;ion
3- for fhe year. Each report shall séﬁ.forth Lhé ratings of'ea:h
4 carrier under subsectlon (c) of this séctlon for the ye;r-".
3 " (b) The table of sections at the béqinnlnq of cnaptér 83
6 1is amendéd\by adding at the end‘théfeof Lhe'follouiﬁa new
7 ttem: ' ' I '.
**8914. Cosn containment pro;ram.'ﬂ;
8 . OPEN SEASON
9 Sec. 285. (a) Chapter 89 is further amended by adding at
19- fhe end thereof the foliouing new section:
©11 'S B915. Open enrollment N
=‘12 tt(a) Befofe any chance 16 benefits or amounts payadble by
13 an employee or annulitant under a health benefits plan under
14 thls chapter takes éftect,»the Office shall organize and
15 .carry out a program hnder/ugich each employee and each
16 _annuitant may elect to énroll, not to enroll, to continue
17 encollment, or to discantinuevenrollment in a health ben2fits’
18 plan offered under this chaptef or to transfer enrollment
19 from one such health benefits plan to another such neéith
2¢ Dbenefits plan. . - .
21 “(b) Not later than fifteen davys before the date on
22 which any program of open enrollment under subsection (a) of
23 this section beglins, the Office shall dlstribute to each

24 employéé and each annuitant--

25 . **(%) a document .or documents-;
26 iA ' ‘**(A) summarizing the benefits provided under
27 N each health benefiis pian offered undef contracts
28 entered into undé: section 8922 of this title for tne
25 ensuinq contraét term; and “
- 30 © “*(B) setting forth the amount of the
31 sﬁbscriptlon charge payable by each employee or
32 annuitant enrolled under such plan durlng such tecm:
33 . *(2) a document setting forth the beneflts,
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1nc1Q21nc maximums, limitéLlcn:, excluclianl, cefinitioang,

deductitles, and colnsurance which will be provizay

during such term under the plan in which such employee or
annultant is enrslled, if any, on the date on which such
program of open enrollment begins; and

**.(3) an application for enrollment or change of
enrollment in a health benefits plan.’”’.

(b) The table of sections at the beélnnln; of such
chapter is amended by-adding at the encd theresf the £25llowing
new item:

**8915. Open enrollmen;.".r
EXPERIMENTRAL PROGRRY

Sec. 2p6. (a) The Office of Personnel Management shall )
carry out .an experimental program in at least three large
areas of the Unlted States where a substantial number of
employees of the Government are located. Under such progranm,
the Office shall negotlate agreements with providers af
health care to discount the charges for health care furnishe<
by the providers to employees of the Government.
Notwlthstanding section 8922 (o) of title 5, United States
Code (as added by section 281 (d) of this Ac:).-dedu:ilbles
and colnsurance under any health benefits plan offered under
chapter 89 of such title may be walved In the case of health

care furnished by a provider under the program.

(b) The experimental program under subse:tidn-(a) shall

commence not later than January 1, 1984, and shall termlinate
January 1, 1987. |

(c)’Not later than January 31;'1987; the Office of
Persoﬁnel Management shall transmit to the Congress a report
on the experimental program carried out' under subsection (a).
The report shall describe the administrative actions taken or
proposed to be taken based on the information resulting from
the program and shall include such recommendations for

legislation as the 0ffice considers appropriate based on such
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1 information. :
2 : TITLE I1I--MISCELLANZOUS PROVIZIDNS
3 TECHNICAL AND CONFORYING AMENDMENTS .
M Sec. 321. (a) Section 8921 (&) ic amended by striking ou-

. N - )
S '*8923 (3)°* and inserting In libu theroof ‘8923 (a) (3)".

6 . (b) The second sentence of sectlon 8972 (1) is amendﬂd hy
7 strlking out ‘‘health benefits plans des:rihc: by se:tlon

8 8923 (1) and (2)°’ anc-inserting in lieuAthe:eof ‘**health

9 benefits plans destribed by subsect}oh (2) (1) or (a) (2) of

12 section 8923°‘.

11 (c) Section 8923 1s amendec--
l12 (1) in. paragrarh (1)-- -
| 13 (R) by strlking out '‘, offering two levels of
14 benefits.":'ané
15 (B) by striklng/but *teggu (1)’ and inserting in
16 lieu thereof *‘89%u4 (a) (1)*";
17 (2) in paragraph (2i--
18 ' (A) by striking out **, offering two levels of
19 benefits,’’; and
20 (B) by strlking out **8924 (2)°° and inserting in
21 lieu thereof **89e4 (a) (2)°°; .
22 (3) in paragraph (3) by'strikan out *'B984 (3)°° and
23 _ inserting in lleu thereof ‘*89eu (a) (3)°; and
24 .(4) in the first sentence of paragraph (u) (A) by
25 striking out ‘*8984 (4)°* and inserting in lieu theresf
26 tveseu (a) (W',
27 e EFFECTIVE DATES
28  sec. 3e2. (a) Except as provided in subsection (b) of

29 thls section, the amendments made by this Act shall take

38 effect with respect to contracts entered into under se;;lon
31 8922 (a) éfter the date of enactment of this Act. ‘

32 (b) (1) The amendments made by sectlion 281 (a) of this

33 Act shall take effect January 1 of the first year ihat'begins

" 34 not less than three years éfter the date of enactment of this
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(2) The amendment made Lty sectior 2% of thiz Rct shall

take efféct on the date of enactrment of this Act.
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